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TAGS: OVIP (CARTER, ROSALYNN), EFIN BR 

SUBJECT: MEMORANDUM OF CONVERSATION: MRS. CARTER AND FINANCE 
MINISTER SIMONSEN 

1 . SUMMARY: DURING A FORTY -MINUTE MEETING, MRS. 

CARTER AND FINANCE MINISTER SIMONSEN REVIEWED U.S.- 
BRAZIL ECONOMIC RELATIONS, THE CIEC DIALOGUE, AND 
COMMODITY AGREEMENTS. SIMONSEN EXPRESSED APPRECIA- 
TION FOR THE PRESIDENT'S SHOE DECISION AND THE WAY IN 
WHICH THE TREASURY HAD HANDLED CONTER VAILING DUTY 
CASES. HE ARGUED THAT HIGH COFFEE PRICES REFLECTED 
MARKET CONDITIONS, AND THAT BRAZIL WAS NOT INTER- 
FERING WITH MARKET FORCES. IN REVIEWING THE 
BRAZILIAN ECONOMIC SITUATION, THE MINISTER SAID THE 
MOST DIFFICULT PROBLEM WAS INFLATION. HIGH COFFEE AND 
SOYBEAN PRICES WERE PROVIDING A RESPITE TO THE BALANCE OF 
PAYMENTS, AND PROJECTED THAT THE TRADE ACCOUNT WOULD END 
UP IN A SURPLUS THIS YEAR. WITH RESPECT TO THE 
DEVELOPMENT OF THE NORTHEAST AND THE AMAZON, THE 
MINISTER NOTED THE PROGRESS MADE TO DATE, AND 
ACKNOWLEDGED THAT SOME ERRORS WERE COMMITTED IN THE 
PROCESS. HE WAS GENERALLY OPTIMISTIC, HOWEVER, 

ABOUT THE FUTURE DEVELOPMENT OF THOSE AREAS. END SUMMARY. 
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2. AMERICAN OFFICIALS ACCOMPANYING MRS. CARTER 
DURING HER MEETING ON JUNE 7 WERE AMBASSADOR 
CRIMMINS, ASSISTANT SECRETARY TODMAN, ROBERT PASTOR 
OF THE NSC STAFF, PRESS AIDE MARY HOYT, AND 
EMBASSY'S ECONOMIC/COMMERCIAL COUNSELOR RUSER AND 
FINANCIAL ATTACHE DEFALCO. THE BRAZILIAN SIDE WAS 
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REPRESENTED BY FINANCE MINISTER SIMONSEN, CENTRAL 
BANK PRESIDENT PAULO LIRA, CHIEF OF THE INTERNATIONAL 
ECONOMIC STAFF ARY PINTO, AND GERALDO HOT I. AND A 
CAVALCANTI FROM THE MINISTRY OF EXTERNAL RELATIONS. 

3. FOLLOWING IS THE MEMORANDUM OF CONVERSATION OF 
THE MEETING, WHICH HAS BEEN CLEARED BY ASSISTANT 
SECRETARY TODMAN AND ROBERT PASTOR: 

QUOTE: MINISTER SIMONSEN WELCOMED MRS. CARTER AND 
SAID THAT HE WAS AT HER COMPLETE DISPOSAL, PREPARED 
TO DISCUSS ANYTHING SHE WOULD LIKE. 

MRS. CARTER: I UNDERSTAND YOU HAVE BEEN HAVING DISCUSSIONS WITH 
SECRETARY BLUMENTHAL. 

SIMONSEN: WE HAVE HAD TWO VERY PRODUCTIVE MEETINGS. 

I KNEW HIM BEFORE HE BECAME SECRETARY. HE IS VERY 
BRIGHT AND HAS A VERY GOOD STAFF, INCLUDING ASSIS- 
TANT SECRETARY BERGSTEN AND UNDERSECRETARY SOLOMON. 

MRS. CARTER: DO YOU HAVE ECONOMIC PROBLEMS WITH 
THE U.S.? 

SIMONSEN: VERY FEW. WE HAVE HAD COUNTERVAILING 
DUTY PROBLEMS. THROUGH GOODWILL AND CONCESSIONS 
ON BOTH SIDES, HOWEVER, WE MANAGED TO SOLVE THEM. 

THERE ARE NO PROBLEMS OUTSTANDING AT THE PRESENT. 

AND WE ARE HOPEFUL THAT, SHOULD THEY ARISE, WE CAN 
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FIND SOLUTIONS. WE HAVE BEEN SOMEWHAT CONCERNED 
ABOUT POSSIBLE LIMITATIONS ON BANK LENDING TO 
DEVELOPING COUNTRIES. THIS IS A THEME BEING 
EXPOUNDED BY CHAIRMAN BURNS. I WOULD LIKE TO 
CLARIFY THE SITUATION WITH RESPECT TO COFFEE 
PRICES. U.S. PUBLIC OPINION MIGHT THINK WE ARE 
PUSHING UP THE PRICE OF COFFEE. WE ARE DOING 
NOTHING OF THE SORT. THE PRICE OF COFFEE 
REFLECTS MAKRET CONDITIONS. THERE IS A WORLD 
SHORTAGE OF COFFEE CAUSED BY THE BRAZILIAN FROST 
OF 1975, THE RUST IN CENTRAL AMERICA AND POLITICAL 
PROBLEMS IN SOME AFRICAN COUNTRIES. WE ARE NOT 
UNHAPPY WITH THE SITUATION. WE ARE REALISTIC, 

HOWEVER, AND REALIZE THAT IN A FEW YEARS THE PRICE 
WILL COME DOWN AGAIN. WE SHOULD, THEREFORE. PUSH 
OTHER EXPORTS. 

MRS. CARTER: YOU KNOW, OF COURSE, ABOUT JIMMY'S 
SHOE DECISION. 
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SIMONSEN: WE VERY MUCH APPRECIATED IT. OUR BALANCE 
OF PAYMENTS IS A LITTLE BETTER THIS YEAR. WE EXPECT 
A TRADE SURPLUS. 

MRS. CARTER: YOU HAD A TRADE SURPLUS WITH THE U.S. 
DURING THE FIRST FOUR MONTHS. 

SIMONSEN: WE EXPECT AN OVERALL TRADE SURPLUS IN 
1977. 
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TODAMAN: HOW MUCH OF THE SURPLUS IS DUE TO COFFEE? 

SIMONSEN: WITH NORMAL COFFEE PRICES, WE WOULD STILL 
HAVE A DEFICIT, PERHAPS ON THE ORDER OF $500 MILLION. 

CRIMMINS: MANUFACTURED PRODUCTS ARE DOING VERY WELL. 

SIMONSEN: MANUFACTURED PRODUCTS WERE UP 23 PERCENT 
DURING THE FIRST FOUR MONTHS; EXCLUDING SOLUBLE 
COFFEE, THEY WERE UP 15 PERCENT. BECAUSE OF SLACK 
DOMESTIC DEMAND, PRODUCERS ARE EXPORTING MORE AND 
IMPORTING LESS. FOR EXAMPLE, BRAZIL THIS YEAR 
IS EXPORTING TRACTORS, WHICH FOR MANY YEARS WAS AN 
IMPORTED ITEM. 

PINTO: THE MINISTER MAY WANT TO EXPLAIN HOW BRAZIL 
APPROACHED THE PROBLEMS CREATED BY THE OIL CRISIS. 

SIMONSEN: BRAZIL IMPORTS 80 PERCENT OF ITS OIL. 
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IN ADDITION TO THAT, AT THE TIME OF THE CRISIS, BRAZIL 
HAD A VERY IMBALANCED INDUSTRIAL STRUCTURE. IT 
FACED TWO CHOICES: (A) TO APPLY SHOCK TREATMENT OR 
(B) TO GRADUALLY CHANGE THE STRUCTURAL BASE OF THE 
ECONOMY. WE CHOSE THE SECOND OPTION. THIS YEAR 
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THERE IS SOME DECELERATION OF THE RATE OF GROWTH IN 
SOME OF THE TRADITIONAL SECTORS OF THE ECONOMY, 

SUCH AS THE AUTO INDUSTRY. ON THE OTHER HAND, THE 
IMPORT SUBSTITUTION INDUSTRIES, WHICH WE HAVE BEEN 
STIMULATING BY VARIOUS MEASURES SINCE THE OIL 
CRISIS, HAVE SHOWN INCREASES. THUS, OVERALL 
INDUSTRIAL PRODUCTION HAS BEEN GOING UP THIS YEAR. 

PASTOR: WHAT MEASURES IS THE GOVERNMENT TAKING TO 
OFFSET THE EFFECTS OF INFLATION ON THE POOREST PEOPLE? 

SIMONSEN: FIRST, WE HAVE TO LOOK AT WHO SUFFERS 
WITH INFLATION. WE ADJUST WAGES ANNUALLY 
ACCORDING TO PAST INFLATION AND WE INDEX ALL 
SAVINGS ACCOUNTS. INDEXING HAS BEEN SUCCESSFUL 
IN THAT IT HAS TENDED TO IMPROVE THE DEGREE OF 
SOCIAL JUSTICE. I WOULD NOT RECOMMEND IT, HOWEVER, 

FOR THE U.S. INDEXING CAUSES INFLATION BECAUSE ALL 
CURRENT PRICES ARE TIED TO PAST INCREASES. EVERYBODY 
LOSES WITH INFLATION ALTHOUGH THE LOSERS ROTATE. FOR 
INSTANCE, WAGE EARNERS WHO HAVE THEIR WAGES ADJUSTED 
ONCE A YEAR TEND TO GAIN AT THE BEGINNING OF THE YEAR 
AND LOSE TOWARDS THE END. OVERALL, INFLATION IN 
BRAZIL IS A SPECIFIC SHENOMENON. WE DO NOT OBTAIN 
THE SAME RESULTS AS IN OTHER COUNTRIES WHICH DO NOT 
HAVE A SYSTEM OF INDEXATION. 

PASTOR: WE ARE GOING TO VISIT RECIFE. WHAT CAN 
YOU TELL US ABOUT DEVELOPMENT OF THE NORTHEAST? 

SIMONSEN: WE HAVE A NUMBER OF INCENTIVE SCHEMES 
FOR THAT AREA. A LOT OF PROGRESS HAS BEEN MADE 
SINCE 1950. ERRORS HAVE BEEN MADE BUT OVERALL 
THE RESULTS HAVE BEEN POSITIVE. 

CRIMMINS: WHAT ABOUT THE AMAZON? 

CONFIDENTIAL 

CONFIDENTIAL 

PAGE 03 BRASIL 04746 02 OF 02 101620Z 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


SIMONSEN: IT IS A VERY RICH AREA AND ONE WHICH WE 
DO NOT KNOW A LOT ABOUT. THE PROBLEMS THERE ARE 
DIFFERENT FROM THE NORTHEAST. WE HAVE A NUMBER 
OF PROJECTS GOING ON IN THE AMAZONS, INCLUDING 
CATTLE RAISING, MINERALS AND, OF COURSE, THE 
FAMOUS JARI PROJECT. 

MRS. CARTER: WHAT DID YOU THINK OF THE CIEC RESULTS? 

SIMONSEN: I THINK IT WAS PRODUCTIVE. THE AGENDA 
WAS QUITE AMBITIOUS. MY EXPERIENCE WITH THE IMF 
INTERIM COMMITTEE LEADS ME TO CONCLUDE THAT IS IS 
DIFFICULT TO SOLVE SO MANY PROBLEMS AT ONCE. IN 
THE IMF, WE DEALT FOUR YEARS JUST TO SOLVE ONE 
PROBLEM. THE CIEC MEETINGS WERE IMPORTANT IN 
THAT A SYSTEM OF DIALOGUE WAS ESTABLISHED. PERSONAL 
CONTACTS ARE EXTREMELY IMPORTANT IN SOLVING 
WORLD PROBLEMS. WE SAW THIS IN THE IMF. NOBODY, 
HOWEVER, IS ATTACKING THE REAL PROBLEM FACING THE 
WORLD TODAY. THIS IS THE PROBLEM OF THE OPEC 
COUNTRIES' SURPLUSES, WHICH ARE ACCUMULATING 
AT A RATE OF $40 BILLION A YEAR. THESE COUNTRIES 
DO NOT HAVE THE CAPACITY TO ABSORB THESE FUNDS AND 
ALL THEY DO IS TO RECYCLE THEM THROUGH THE BANKING 
SYSTEM. HENCE WE CANNOT SPEAK ABOUT INTERNATIONAL 
ECONOMIC EQUILIBRIUM. WE CAN ONLY HOPE TO GET A 
BETTER DISTRIBUTION OF THE DEFICITS. THE WORLD 
HAS NEVER SEEN SUCH AN IMBALANCE. 

PASTOR: THE PRESIDENT REJECTED THE ITC DECISION 
ON SUGAR BECAUSE OF THE ONGOING NEGOTIATIONS FOR 
AN INTERNATIONAL SUGAR AGREEMENT. WHAT ARE THE 
PROSPECTS FOR CONTINUATION OF THESE DISCUSSIONS? 

SIMONSEN: I AM VERY OPTIMISTIC. I BELIEVE THAT 
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COMMODITY AGREEMENTS MUST BE APPROACHED ON A CASE- 
BY-CASE BASIS. THE COFFEE AGREEMENT, FOR INSTANCE, 

WAS VERY SUCCESSFUL BUT AGREEMENTS AS SUCH DO NOT 
SOLVE ALL OUR PROBLEMS, AS WE HAVE SEEN IN THE CASE 
OF COFFEE. END QUOTE 
CRIMMINS 


CONFIDENTIAL 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 

NNN 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Message Attributes 


Automatic Decaptioning: Z 
Capture Date: 01 -Jan-1 994 12:00:00 am 
Channel Indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: ECONOMIC CONDITIONS, TRADE, DIPLOMATIC DISCUSSIONS 

Control Number: n/a 
Copy: SINGLE 

Sent Date: 10-Jun-1977 12:00:00 am 

Decaption Date: 22 May 2009 
Decaption Note: 25 YEAR REVIEW 
Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 22 May 2009 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1977BRASIL04746 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: GS 

Errors: N/A 

Expiration: 

Film Number: D770207-1125 
Format: TEL 
From: BRASILIA 
Handling Restrictions: 

Image Path: 

ISecure: 1 

Legacy Key: Iink1977/newtext/t1 9770671 /aaaacjpz.tel 

Line Count: 271 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: 5905ee7f-c288-dd11-92da-001cc4696bcc 
Office: ACTION SS 

Original Classification: CONFIDENTIAL 
Original Handling Restrictions: EXDIS 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 5 

Previous Channel Indicators: n/a 
Previous Classification: CONFIDENTIAL 
Previous Handling Restrictions: EXDIS 
Reference: n/a 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 18-Nov-2004 12:00:00 am 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 2205581 
Secure: OPEN 
Status: NATIVE 

Subject: MEMORANDUM OF CONVERSATION: MRS. CARTER AND FINANCE MINISTER SIMONSEN 
TAGS: OVIP, EFIN, ETRD, BR, (CARTER, ROSALYNN), (SIMONSEN, MARIO HENRIQUE) 

To: STATE WHITE HOUSE 
Type: TE 

vdkvgwkey : odbc://SAS/SAS.dbo.SAS_Docs/5905ee7f-c288-dd1 1 -92da-001 cc4696bcc 
Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
22 May 2009 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



